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sovereign rights. They also object to being deprived of
considerable resources which they could collect for the
administration of their territories. It would have been
impossible to secure the entry of the States into the
federation if they had been asked to give up their customs
revenue, and it would have been particularly unjust to
impose fresh burdens in the shape of general income-tax
on them, considering the fact that they are already com-
plaining that they pay far more towards common objects
of expenditure than can equitably be claimed from them.
That this complaint is not unreal will be apparent from a
perusal of the chapter dealing with the economic case of
the States.

In the light of the principles enunciated above, we will
pass in rapid review the principal direct and indirect
taxes with a view to their allocation:

Import Duties.

In view of the observations made above, there will be no
hesitation in favour of allocating these duties to the
Federal Government.

Export Duties.

There are only two important duties on exports in the
present customs tariff, viz. on jute and rice. The duty on
rice will practically disappear with the separation of
Burma from India, as 90 per cent, of the export of rice is
from Burma. The only duty to consider is die jute duty.
There is a strong feeling in Bengal that in view of (i) the
objection in principle to export duties as such, which are
forbidden in some federations, and (ii) the depression
through which the jute industry is passing, the export duty
should be abolished altogether.

In case this is not feasible, it is urged that the revenue